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A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT FOR THE QUARTER ENDED 31 MAY 2006 

1. 
Basis of preparation

This Interim Financial Report is unaudited and has been prepared in accordance with Financial Reporting Standards (“FRS”) 1342004 - Interim Financial Reporting and Appendix 9B of the Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements. It should be read in conjunction with the most recent audited financial statements of the Group for the financial year ended 31 May 2005.
The accounting policies and methods of computation adopted by the Group in this Interim Financial Report are consistent with those used in the audited financial statements of the Group for the financial year ended 31 May 2005.

2. 
Audit Report of the Preceding Audited Financial Statements

The audit report for the Group’s most recent audited financial statements was not qualified.
3. 
Seasonal or Cyclical Factors

The business operations of the Group were not materially affected by any seasonal or cyclical factors.
4. 
Unusual Items Affecting the Assets, Liabilities, Equity, Net Income or Cash Flows

There were no items affecting the Group’s assets, liabilities, equity, net income or cash flows that are material and unusual because of their nature, size or incidence in the current quarter and the financial year. 

5. 
Material Changes in Estimates

There were no material changes in estimates of amounts reported in prior interim periods or previous financial years, which have a material effect in the results for the current quarter and the financial year.

6. 
Changes in Debts and Equity Securities


There were no issuance, cancellation, resale and repayments of debt and equity securities during the current quarter and the financial year except the following:
i).   In the quarter under review, the Company purchased a total of 2,436,600 ordinary shares of RM1 each in the Company pursuant to Section 67A of the Companies Act, 1965, details of which are as follows :

	Date
	No. of Shares


	Highest Price

(RM)


	Lowest Price

(RM)
	Average Price

(RM)
	Total Consideration

(RM)

	March 2006
	1,464,800
	0.730
	0.675
	0.702
	1,032,586

	April 2006
	203,700
	0.725
	0.675
	0.701
	143,409

	May 2006
	768,100
	0.695
	0.650
	0.671
	518,017

	TOTAL
	2,436,600
	
	
	
	1,694,012


Notes : The consideration is inclusive of brokerage and other clearing fees.

As at 31 May 2006, a total of 13,010,003  Treasury Shares at a total cost of RM9.2 million were held by the Company pursuant to Section 67A (3) (b) of the Companies Act, 1965.

ii).
In November 2005, the Company distributed 9,298,797 Treasury Shares to its shareholders as share dividend as disclosed in Note 7 below.

iii).
In July 2005, the Company completed the proposed renounceable rights issue of 97,771,983 warrants (“Warrants”) at an issue price of RM0.02 per Warrant on the basis of one (1) Warrant for every two (2) existing ordinary shares of RM1 each held in the Company. The Warrants were listed on the Bursa Securities on 1 July 2005.

Other than the above, there were no issuance, cancellation, repurchase, resale and repayments of debt and equity securities during the current quarter and financial year.

7.
Dividend 

Since the end of the previous financial year, the Company had not declared or paid any dividend other than the final dividend of approximately 5 sen (net of 28% income tax) for the previous financial year in the form of distribution of one (1) Treasury Share for every twenty (20) existing ordinary shares of RM1 each held in the Company. A total of 9,298,797 Treasury Shares were distributed in November 2005 to the Company’s shareholders.
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8. Segmental Results
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	12-Month Ended Ended
	
	&
	Oil & Gas
	
	
	
	
	
	
	

	31 May 06 2006November 05
	Investment
	Industrial
	Engineering
	
	Information
	
	
	Building
	
	

	
	Holdings
	Chemicals
	Services
	Logistic
	Technology
	Polymer
	Engineering
	Products
	Eliminate
	Consolidated

	Revenue 
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	
	
	

	External sales
	145
	621,675
	11,810


	48,046
	1,365
	128,037
	387,285
	7,166
	
	1,205,529

	Inter-segment
	15,079
	18,402
	-


	3,741
	1,287
	18
	-
	-
	(38,527)
	-

	 sales
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Total
	15,224
	640,077


	11,810

810
	51,787
	2,652
	128,055
	387,285
	7,166
	(38,527)
	1,205,529

	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	

	Segment results
	(10,693)
	22,402
	(3,240)
	4,785
	(2,598)
	9,388
	19,840
	664
	
	40,548

	Unallocated 
	
	
	
	
	
	
	
	
	
	

	 corporate
	
	
	
	
	
	
	
	
	
	

	expense
	
	
	
	
	
	
	
	
	
	2,320

	
	
	
	
	
	
	
	
	
	
	

	Operating profits
	
	
	
	
	
	
	
	
	
	42,868

	Finance cost
	
	
	
	
	
	
	
	
	
	(15,007)

	Share of results 
	
	
	
	
	
	
	
	
	
	

	 of associated
	
	
	
	
	
	
	
	
	
	

	 companies
	
	
	
	
	
	
	
	
	
	(541)

	
	
	
	
	
	
	
	
	
	
	

	Profit before tax
	
	
	
	
	
	
	
	
	
	27,320

	Tax expense
	
	
	
	
	
	
	
	
	
	(13,717)

	
	
	
	
	
	
	
	
	
	
	

	Profit after tax
	
	
	
	
	
	
	
	
	
	13,603

	Minority interests
	
	
	
	
	
	
	
	
	
	(9,342)

	
	
	
	
	
	
	
	
	
	
	

	Net profit for 
	
	
	
	
	
	
	
	
	
	

	 the Year
	
	
	
	
	
	
	
	
	
	4,261
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	12-Month Ended
	Investment
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	Engineering
	
	Information
	
	
	Building
	
	

	31 May 05
	Holdings
	Chemicals
	Services
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	Technology
	Polymer
	Engineering
	Products
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	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	
	
	
	
	
	

	External sales
	247
	590,351
	22,101
	45,042
	3,166
	118,559
	305,619
	16,515
	
	1,101,600
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	580
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	(12,431)

	Profit after tax
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	Net profit for 
	
	
	
	
	
	
	
	
	
	

	 the Year
	
	
	
	
	
	
	
	
	
	130


9.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward, without amendments, from the audited financial statements for the financial year ended 31 May 2005.
10.
Events Subsequent to the Reporting Period

There were no significant events subsequent to the reporting period.

11. 
Changes in the Composition of the Group


i).
In June 2005, the Company further acquired 53,000 ordinary shares of RM1 each representing 4.9% equity interest in Meru Utama Sdn Bhd (“MU”), a company incorporated in Malaysia, for cash consideration of RM1.6 million. The Company’s interest in MU was increased to 30% after the acquisition.


ii).
In July 2005, Ancom & Energy Services Sdn Bhd, a 50.2% owned subsidiary, entered into a conditional shares sale agreement to sell its entire 4,250,000 ordinary shares of RM1 each representing 85% equity in Tubex Sdn Bhd for cash consideration of RM16.5 million. The transaction has been completed at an adjusted cash consideration of RM16.3 million during the financial year.
iii).
In January 2006, the Company disposed 191,275 ordinary shares of RM1 each representing 5.1% equity interest in MSTi Corporation Sdn Bhd (“MSTi”) for cash consideration of RM688,590, thereby decreasing its interest in MSTi from 50.1% to 45.0%.

iv).
In October 2005, the Group converted its entire 85,677,006 zero coupon irredeemable convertible unsecured loan stocks in Synergy Trans Link Sdn Bhd (“STL”) into an equivalent number of new ordinary shares of RM0.10 each in STL. Subsequently in March 2006, the Company purchased a further 18,031,318 ordinary shares of RM0.10 each in STL for cash consideration of RM1.25 million. As a result of these transactions, the Group’s effective interest in STL was increased from 73.4% to 77.6%.

v).
In September 2005 and May 2006, the Company entered into a conditional shares sale agreement and a supplemental agreement respectively to acquire a further 10,300,114 ordinary shares of RM1 each representing 9.6% equity interest in Rhodemark Development Sdn Bhd (“RDSB”) for a minimum cash consideration of RM6.0 million and a maximum cash consideration of RM6.2 million. Upon the completion of the transaction, the Company’s shareholding in RDSB will be increased from 50.1% to 59.7%.




As at the date of this report, the transaction is still pending completion.


vi).
In April 2006, Nylex (Malaysia) Berhad (“Nylex”), a subsidiary, entered into a conditional share sale agreement to purchase the entire 4,000,000 ordinary shares of S$1 each in CKG Chemicals Pte Ltd, a company incorporated in Singapore, for cash consideration of S$40.0 million. This transaction is pending, inter alia, approval from the shareholders of Nylex at an extraordinary general meeting to be held on 1 August 2006. 

vii). In May 2006, Nylex entered into a conditional shares sale agreement to acquire 39,976,670 ordinary shares of S$0.20 each representing 29.99% equity interest in MegaChem Limited, a public listed company incorporated in Singapore, for cash consideration of S$7.995 million. The purchase of 20% of the issued and paid up share capital was completed in July 2006. The purchase of the remaining 9.99% of the issued and paid up share capital shall complete in September 2006.

Other than the above, there were no material changes in the composition of the Group in the current quarter and the financial year.

12.
Changes in Contingent Liabilities

	
	Financial

Year Ended
31 May 06
	Financial

Year Ended
31 May 05
	Changes

	
	RM’000
	RM’000
	RM’000

	Bills discounted with banks
	198
	924
	(726)

	Potential performance – based consideration for acquisition (unsecured)

	16,700
	16,700
	-

	Shipping guarantees


	2,113
	-


	2,113

	Guarantees given to financial institutions for

hire purchase facilities
	100
	-
	100

	Total
	19,111
	17,624
	1,487
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B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING 
REQUIREMENTS

1. Review of Group’s Performance

For the current quarter under review, the Group recorded a consolidated turnover of RM317.6 million, an increase of 3.1% as compared with RM307.9 million achieved in the same quarter last year. Consolidated profit before taxation (“PBT”) was RM1.2 million as compared with a loss before taxation (“LBT”) of RM0.5 million in the same quarter last year. 

The higher turnover was mainly due to the improved export sales achieved by the Polymer division, the increased deliveries of switchgear by the Engineering division and the better utilisation of the operating assets owned by the Logistic division.

The higher profits from the sale of switchgear, the better profit margins on the Polymer products and the Logistic division contributed to the higher PBT in the current quarter. 


For the 12-month ended 31 May 2006, the Group recorded a consolidated turnover of RM1,205.5 million, an increase of 9.4% as compared with RM1,101.6 million achieved last year. PBT was also substantially higher at RM27.3 million, as compared with RM0.6 million last year.


Higher sales of the Industrial and Agricultural Chemicals products, the higher export sales of Polymer products and the deliveries of switchgear mainly contributed to the higher turnover while the substantially better PBT was mainly due to the turn-around in the Engineering division which recorded a PBT of RM12.7 million as compared with a LBT of RM9.5 million last year and the better profit margins on the Polymer products.

2.
Material Change in the Results for the Current Quarter as Compared with the Immediate Preceding Quarter

The Group recorded a lower PBT of RM1.2 million in the current quarter as compared with RM10.3 million in the immediate preceding quarter. The much lower PBT was due to the goodwill on consolidation amounting to RM6.3 million written off by the Group in the current quarter due to the continued losses by the subsidiaries. Included in the PBT for the immediate preceding quarter was a dividend income of RM4.2 million received by a subsidiary from an unquoted investment. 
3. 
Prospects

The prospects of the Group for the next financial year ending 31 May 2007 will depend on the ability of the Group’s principal businesses to capitalize on their leading market positions in the respective sectors they serve in an environment of continuing uncertainties. Barring unforeseen circumstances, the Group’s performance for the next financial year is expected to be satisfactory.

4. Variance from Profit Forecasts
Not applicable as the Company did not provide any profit forecast and profit guarantee.
5. 
Taxation

	
	Current Qtr

 31 May 06 

RM’000
	Cumulative 

Qtr Ended 

31 May 06

RM’000

	Current taxation
	
	

	- provision made
	3,845
	15,234

	- under provision in prior years
	 472
	401

	- share of taxation in associated companies
	(71)
	90

	
	4,246
	15,725

	Transfer (from) deferred taxation
	(677)
	(2,008)

	
	3,569
	13,717


The tax charges for the current quarter and the cumulative quarter reflect an effective tax rate which was higher than the statutory rate. This was mainly due to the tax losses in certain subsidiary companies which cannot be set off against the taxable profits of other subsidiary companies.

6. 
Sale of Unquoted Investments and/or Properties

Other than that disclosed in Note A11 above, there were no sales of unquoted investments and/or properties in the current quarter and the financial year.
7. 
Quoted Investments

The detail of purchases and disposals of quoted investments (other than quoted shares in subsidiary companies) as at the end of the current quarter and the financial year were as follows:-

	
	RM’000

	
	

	Sales proceeds
	  283

	Less: cost
	(266)

	
	

	Profit on disposal
	    17

	
	


The details of the Group’s investments in quoted securities (other than quoted shares in subsidiary companies) as at the end of the current quarter and the financial year were as follows:

	
	RM’000

	
	

	At cost 
	4,967

	At carrying value/book value
	4,522

	
	

	At market value
	2,974

	
	


8. 
Status of Corporate Proposals

In March 2006, Nylex announced that it is proposing to undertake a private placement of new ordinary shares of RM1 each of up to 10% of its existing issued and paid up share capital at an issued price to be determined and to placee(s) to be identified.

This proposal has been approved by the relevant authorities and is now pending the fixing of the issue price and the identification of the placee(s).

Other than the above and the proposals in Note A11(vi) and (vii), there were no other corporate proposals which are not completed as at the date of this Interim Financial Report.

9. 
Off Balance Sheet Financial Instruments

The Group did not issue any financial instruments with off balance sheet risk during the current quarter and the financial year.

10. 
Changes in Pending Material Litigation

There were no material litigation pending as at the date of this Interim Financial Report.

11. Dividend

Subject to the approval of the Company’s shareholders at the annual general meeting to be held, the Directors are proposing a non tax-exempt dividend for the current financial year in the form of distribution of one (1) Treasury Share for every twenty (20) existing ordinary shares of RM1 each held, fraction of a Treasury Share is to be disregarded. The Company will announce the Book Closure Date and the date of distribution of the Treasury Shares in due course.
In the last financial year, a non tax-exempt final dividend of one (1) Treasury Share for every twenty (20) ordinary shares of RM1 each held has been declared and distributed to the shareholders of the Company as mentioned in Note A7 above. 

12.
Group’s Borrowings
	
	
	As at Qtr Ended

31 May 06

RM’000

	Short Term Borrowings
	

	-  Secured
	

	
	Ringgit Malaysia

Singapore Dollars
	33,736

10,224

	
	43,960

	- Unsecured
	

	
	Ringgit Malaysia

United States Dollars

Australian Dollars

Singapore Dollars

Hongkong Dollar

Euro Dollar
	148,435

10,151

7,076

39

6,715

5,696



	
	178,112


	Long Term Borrowings
	

	-  Secured
	

	
	Ringgit Malaysia

Singapore Dollars
	80,007

5,978

	
	85,985

	- Unsecured
	

	
	Ringgit Malaysia

Singapore Dollars
	1,199

232

	
	
	1,431

	
	Total Borrowings
	309,488


13.
(Loss)/Earnings Per Share 
Basic (loss)/earnings per share

For the current quarter, the calculation of basic (loss)/earnings per share was based on the Net Loss Attributable to the Shareholders of RM1,782,000 (2005: Net Loss of RM6,000,000), divided by the weighted average number of ordinary shares in issue during the current quarter of 191,009,000 shares (2005: 197,411,000 shares).

For the 12-month ended 31 May 2006, the calculation was based on the Net Profit Attributable to the Shareholders of RM4,261,000 (2005 : RM130,000), divided by the weighted average number of ordinary shares in issue during the year of 190,116,000 shares (2005: 198,327,000 shares).

Fully diluted earnings per share

The fully diluted earnings per share is not disclosed as it is antidilutive.

By order of the Board

Wong Wei Fong

Choo Se Eng

Secretaries

Petaling Jaya

28 July 2006
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